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CHAPTER 3: REPORT OF THE AUDIT COMMITTEE 



3.1 Introduction 


The Audit Committee of KwaDukuza Municipality (AUDCOM) commenced work with its first 
meeting on 06 July 2007. 


The following members (all external) were appointed by the Municipality: 

1) Mr K.M.Moodley (Chairperson) 

2) Mrs N Mahomed 

3) Mrs P M Mvulane 


The members of AUDCOM were initially appointed for a period of one (1) year ending 30 June 
2008. This appointment was subsequently extended by Council Resolution, to 30 June 2010. 


3.2 Meetings 

The AUDCOM met on five (5) occasions during the financial year ending 30 June 2009, and the 
meetings were as follows: 

1. 11 July 2008 

2. 25 September 2008 

3. 15 December 2008 

4. 02 April 2009 

5. 12 June 2009 



M-Itn 


The attendance of members of AUDCOM for all these meetings was good. 


3.3 Audit Committee Charter 

AUDCOM’s work was guided and regulated by an Audit Committee Charter, which was 
adopted by AUDCOM and ratified by Council. 


3.4 Internal Audit Department 

The Internal Audit Department was initially staffed by only one employee, namely the 
Director: Internal Audit but has since been adequately staffed. 

The staffing is adequate for the interim and will be reviewed on an ongoing basis by AUDCOM 
in the interests of the Municipality. 
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3.5 


Internal Audit Charter 



The Internal Audit Charter for the Internal Audit Department, as adopted by AUDCOM 
regulates the work of the Internal Audit Department. 

3.6 Risk Assessment Plan 

The Risk Assessment Plan (a 5 year plan) as adopted by AUDCOM for implementation by the 
Municipality, feeds into the Internal Audit Plan and serves to identify and address critical 
areas of Risk identified within the Municipality. 

3.7 Internal Audit Strategic Plan 

Based on the Risk Assessment Plan, the Internal Audit Strategic Plan for the 2008/2009 
financial year was drawn up by the Internal Audit Department and was adopted by AUDCOM. 

The audit area covered for the 2008/2009 year included the following: 

• Corporate Services 

1) Human Resources 

• Finance 

1) Consumer and Sundry Debtors 

2) Fixed Assets 

3) Loss Control 

4) Creditors and Payments 

5) Payroll 

6) Budgeting 

7) Cashiers and Banking 

8) Bank Reconciliations 

9) Grants and Subsidies 

• Technical Services 

1) Electricity Supply 

2) Tenders and Contracts 

• Economic Development and Planning 

1) Building Plans 


66 


KWADUKUZA MUNICIPALITY ANNUAL REPORT 2008/2009 




• Municipal Services 

1) Traffic 

• Office of the Municipal Manager 

1) IDP 

2) PMS 


• Administration 

1) Planning 

2) Meetings 

3) Reporting - General 

4) Supervision - General 

3.8 Internal Audit Report 

The Internal Audit Report for the financial year 2008/2009 was prepared by the Municipality’s 

Internal Audit Department in conjunction with the Municipality’s co-sourced service provider, 

PriceWaterHouseCoopers. 

The scope of work in the Internal Audit Report was as per the approved Internal Audit Plan. 

Many weaknesses were identified during the internal audit process. 

1. It appeared to be a perennial problem that Grants and Subsidies are not managed 
effectively, and that the funds are not utilized quickly and efficiently. 

2. The audit was also unable to confirm inter-alia, the existence of Business Plans, ( e.g. 
Gijima , MIG, DBSA, and MSIG ), the project milestones, and whether all projects were 
completed to the satisfaction of the funders. 

3. Copies of loan agreements for various loans were not available at the time. 

4. The management of investments was also a matter of concern eg the investments 
register not being signed off monthly as required. 

5. A review of the bank reconciliation on a monthly basis was not always performed and 
signed off by the relevant officials. This could lead to errors being left unattended,and/or 
miasppropriation of funds being undetected. 

6. Interest being charged on loans from financial institutions was not being recalculated 
inhouse, in order to detect and/or prevent errors and miscalculation taking place. 



monnmumi 

wi-m' 



AUDCOM was, however, generally satisfied with the explanations, and the measures proposed 
by Management to be put into place to address the weaknesses identified. 
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3.9 Annual Financial Statements for the year ended 30 June 2009 



The annual financial statements for the financial year ending 30 June 2009 were prepared in 

accordance with current legislation and were scrutinized in depth by AUDCOM. 

The following comments are offered: 

1. The rates debtors increased from R64, 935,636 (2008) to R82, 014,922, (2009), and the 
total debtors increased from R83, 323,685 (2008) to R1 10, 046,689 (2009). These increases 
are unacceptably high. 

2. Although the initiatives launched by the Municipality to improve on debt collection, are 
in place, these initiatives are not effective enough. The campaign needs to be more 
vigorous, in view of the large amount of debtors and its impact on service delivery. 

3. The relatively high amount (R7, 198,345) of Government Grants and Subsidies that 
remained unspent remained a great concern to AUDCOM although explanations were 
advanced by Management. 

4. Special mention is made of the following grants which were unspent and carried over 
from the previous year without any expenditure being incurred during the current 


financial year: 

• Interdepartmental Monitoring System Grant R40,000 (>3 years ) 

• Community Development Workers Grant R16,351 (>3 years) 

• Admin capacity R100,000 

• Property Rates Implementation R133,000 

• Development Bank of SA R262,774 


AUDCOM is satisfied that the Financial Statements for the year ended 30 June 2009 
satisfactorily represents the financial state of affairs of the Municipality. 

3.10 Monthly Management Reports 

The Monthly Management Reports were assessed and reviewed for quality, and accuracy 
including compliance with relevant legislation. 

The monthly bank reconciliation, debtors age analysis, creditors listing, income and 
expenditure reports, electricity losses, budget and variance reports were reviewed in detail 
and several pertinent matters were raised with management. 

In most of the cases satisfactory answers were furnished by management. 

In many instances suggestions, recommendations, and or requests from AUDCOM were 
implemented by Management. 

AUDCOM expressed concern at certain non-compliance with the Council’s Supply Chain 
management policy and recommended disciplinary action in all cases of non-compliance. 
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The committee repeatedly highlighted the excessive energy losses on the Electricity Account 
as these losses were considered to be quite high. 

The council needs to address this matter as one of urgency, as losses of this magnitude are not 
in the financial interest of the Municipality. 


3.11 Report on Consultants-PriceWaterhouseCoopers 

The contract of the co-sourced service provider PriceWaterhouseCoopers terminated during 
the course of the year. 

It is believed that the service provider had rendered a satisfactory level of service to the 
Municipality. 


AUDCOM believes that a sufficient level of skills transfer had also taken place. 


3.12 Performance Management System 

A Performance Management Policy and a Performance Management System has been 
adopted by Council for implementation by Management. 

Performance management is not covered in this report, but forms the subject of a separate 
report by the Performance AUDCOM. 

3.13 Conclusion 

AUDCOM believes that there has been significant changes and improvements in the Financial 
Management of the Municipality and compliments the Municipal Manager and Senior 
Management for the effort, commitment and dedication in achieving this. 





3.14 Acknowledgements 

AUDCOM wishes to thank the Council for the opportunity to be of service to the Municipality, 
and to the Municipal Manager and Senior Management for their support during our term of 
office. 



Chairperson 

Date: 10 November 2009 
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